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REVIEWS. 

The Evolution of Modern Capitalism. A Study of Machine 
Production. By John A. Hobson, M.A. London, Walter Scott ; 
New York, Charles Scribner's Sons, 1894. — 383 pp. 

At a time when the air is surcharged with anti-capitalist sentiment 
and the press is constantly turning out quasi-socialistic productions, 
it is encouraging to take up a book which even aims to consider 
modern capitalism in a scientific spirit. Mr. Hobson starts out well 
and for the first four chapters hews closely to the line of scientific 
discussion. His treatment of the order and development of machine 
industry is very interesting both historically and economically. He 
finds little difficulty in showing that the growing differentiation and 
integration of machine industry is highly beneficial to all classes in 
society. 

But when the author reaches the question of trusts, which he 
insists are monopolies, he fails to maintain his otherwise high stand- 
ard of economic criticism. He very properly lays great stress upon 
the importance of maintaining the competitive principle in order that 
the community may get the advantage of improved processes de- 
veloped by integrated capital. But he clings altogether too closely 
to the narrow early English view of competition. He seems to mis- 
take number of competitors for efficiency of competition, and ignores 
the force of potential competition — the competitive influence of 
capital that is ever waiting to step in where large profits warrant 
the risk. In modern society, this potential competition is often more 
effective than the actual competition of small competitors. 

In his readiness to assume that aggregations of capital under the 
name of trusts are monopolies which suspend all competition, Mr. 
Hobson drops into a regrettable laxity of statement and of reasoning. 
He selects the Standard Oil Company as a typical specimen of the 
trust. In this he is entirely right ; there is probably no better illustra- 
tion of the trust principle anywhere than the Standard Oil Company. 
But Mr. Hobson is quite unfortunate in both the selection and the 
interpretation of facts in the case. As a typical illustration of what 
the Standard Oil Company has done he recites at great length the 
story of the so-called South Improvement Company as if it were a 
veritable organization. He seems not to know that this South Tm- 
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provement Company never had any real existence ; that it never did 
a dollar's worth of business ; that it had absolutely nothing to do with 
regulating railroad freights or the price of oil ; and that every one of the 
overcharges and abnormal rebates he quotes is purely mythical. 
The truth regarding this South Improvement Company is, that a 
certain number of men got together and procured a charter, but as 
soon as it was learned what their scheme was, the whole thing was 
exposed and broken up, and mainly by the efforts of leading Stand- 
ard Oil Company men. To treat the absurd projects of this mythical 
South Improvement Company as actual doings of the Standard Oil 
Trust, is a kind of discussion that must be called by some other name 
than scientific. 

Mr. Hobson then proceeds to examine the movements of the price 
of oil after the Standard Oil Trust was formed, and accompanies his 
examination by a diagram (page 135) showing that from 1870 to 
1875 there was a reduction in the price, due, he says, to "competi- 
tion." But " 1875, which marks the establishment of a monopoly of 
the interior oil trade in the hands of the Standard Oil Trust, also 
marks a sharp rise in the price." Instead of taking the pains to 
ascertain if this were due to any economic cause, he ascribes it all to 
the arbitrary dictum of the trust and says : " The moral is obvious. 
So long as there is competition, in spite of the expense of conducting 
the strife, prices fall. When the competition is suspended and there 
is a saving of friction, the public gains no further reduction." 

Unfortunately the facts do not sustain these sweeping generaliza- 
tions. The following table covers the entire period referred to by 
Mr. Hobson: 



Year. 


Shipments from 
Wells. Bbls. 


Stock of Crude Oil 
on Hand. Bbls. 


Price of Crude 

Oil per Gallon 

at Wells. 


Price per Gallon 

of Refined'Oil 

for Export. 


1871 


5,667,891 


568,858 


10.52 cts. 


24.24 cts. 


1872 


5,899,942 


1,174,000 


9-43 


2 3-75 


1873 


9.499.775 


1,625,157 


4.12 


18.21 


1874 


8,821,500 


3.70S. 6 39 


2.8l 


13.09 


l8 7S 


8,924,938 


2.75'.75 8 


2.96 


12.99 


1876 


9>5 8 3.949 


1,926,735 


5-99 


19.12 


1877 


12,496,644 


2,857,098 


5.68 


15.92 


1878 


13,750,090 


4.3 7.59o 


2.76 


10.87 



It will be seen from the above that there was no rise in the price 
of oil until 1876, and that after two years the price dropped to a 
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point below the original level. It will also be observed that, taking 
the average for the two years, the rise in the price of crude was 97 
per cent and in that of refined 34 per cent. If we compare the actual 
rise in the price per gallon of the crude with that of the refined, 
which is a much closer test than percentage, we find that the average 
rise in the price of refined for these two years was almost exactly 
identical with the increase in the cost of crude. It takes about a 
gallon and a quarter of crude oil to make one gallon of refined. 
Taking the two years together the average increase in the price of 
crude oil necessary to make a gallon of refined was 4.33 cents, and 
the average increase in the price of refined was 4.53 cents a gallon, 
making a difference in the movement of the two of only .20 cents a 
gallon. It will be further observed that in 1878, when the stock of 
crude oil greatly increased and its price fell to 2.76 cents a gallon, the 
price of refined dropped to 10.87 cents. 

A fair consideration of these facts clearly shows that the special 
rise in the price of refined oil about which Mr. Hobson and others 
declaim as due to the greed of the Standard Oil Trust, is fully 
accounted for by the economic causes affecting the price of crude 
oil ; and over these the Standard Oil Company had no control. 

Mr. Hobson then says (page 135) : " From the time of the forma- 
tion of the trust the fall of price has been only a half a cent." Here 
again his facts are at fault. In 1880, the year before the trust was 
formed, the price of oil was 9.12 cents a gallon. In January, 1895, 
it was (70 Abel test) 5.80 cents, — a fall of over three cents instead 
of half a cent. 

" It is possible," says Mr. Hobson, " that a firm like the Standard 
Oil Company may to some limited extent practice a cheap philan- 
thropy of profit sharing, in order to deceive the public into supposing 
that its huge profits enrich many instead of a few." This is an un- 
fair insinuation, since the Standard Oil Company has never attempted 
any profit sharing or other philanthropic scheme in connection with 
its business. It has contented itself with steadily improving the 
quality and reducing the price of its product, — a course which it has 
found to be highly profitable. 

Mr. Hobson's unscientific attitude on the subject of trusts is greatly 
to be regretted, since it is the subject upon* which scientific precision 
and economic fairness are most needed. After he gets past the trust 
question, he resumes an orderly and creditable demeanor. His dis- 
cussions of the influence of machinery upon consumers, laborers, 
towns, industrial development and other phases of social life are 
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excellent. They show an appreciation of that action of social and 
ethical forces upon economic development which is too often over- 
looked by economists. 

The chapter on "The Economy of High Wages" is especially 
good. The author successfully combats the claim of Schoenhof, 
Atkinson, Rae and others that the individual capacity of laborers to 
produce increases directly with the rise of wages and the shortening 
of hours. By some slip (probably typographical error) Mr. Hobson 
connects the present reviewer's name with that of Mr. Schoenhof in 
this relation, and says : 

The moral which writers like Mr. Gunton and Mr. Schoenhof have sought 
to extract and which has been accepted by not a few leaders in the labor 
movement is, that every rise in the wages and every shortening of hours will 
necessarily be followed by an equivalent or a more than equivalent rise in 
the efficiency of labor. 

As a matter of fact I have long contended against this view. It 
is true as a general thing that countries which have high wages have 
the greatest per capita production, but it does not come about in any 
such way as the Schoenhof-Atkinson-Rae class of writers assume. 
The way in which higher wages perceptibly increase output, espe- 
cially where the working day is ten hours or less, is not so much 
through an increase in the personal efficiency of the laborer, as 
through the expansion of his social demands. The enlargement of 
the consuming capacity of the community stimulates the use of im- 
proved methods, which gives larger products and consequently lower 
prices. Mr. Hobson states the case admirably when he says : 

From the standpoint of the community nothing else than a rise in the 
average standard of current consumption can stimulate industry. When it 
is clearly grasped that a demand for commodities is the only demand for 
the use of labor and of capital, and not merely determines in what particular 
direction these requisites of production shall be applied, the hope of the 
future of our industry is seen to rest largely upon the confident belief that 
the working classes will use their higher wages, not to draw interest from 
investments (a self-destructive policy), but to raise their standard of life by 
the current satisfaction of all those wholesome desires of body and mind 
which lie latent under an economy of low wages. 

The large kernel of truth in this situation is that all real societary 
improvement rests not upon saving, but upon consuming ; that the 
road to better social life and more efficient and cheaper production 
is through constantly increased consumption by the millions. It is 
not the expansion of the laborer's muscle, but the expansion of his 
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desires and the strengthening of his demands and the broadening of 
his social life that gives happiness, cheapness and progress to society. 

George Gunton. 
College of Social Economics, 
New York City. 

Report on Agencies and Methods for dealing with the Unem- 
ployed. By the Labor Department of the British Board of Trade. 
London, Eyre & Spottiswoode, 1893. — 438 pp. 

The Unemployed. By Geoffrey Drage, Secretary to the 
English Labor Commission. London and New York, Macmillan 
& Co., 1893. — i2mo, 277 pp. 

The Board of Trade's Report is a valuable summary of modern 
attempts in Great Britain, and to some extent in other countries, to 
solve the problems of unemployment. Especially useful are those 
parts of the report dealing with facts and immediate deductions from 
facts; where classification and broad generalization have been at- 
tempted, the results are sometimes confusing and even contradictory. 
Yet this is scarcely to be wondered at ; for previous writers upon the 
unemployed, as well as practical field workers who have come in 
touch with this complex class, have hitherto found it most difficult to 
define satisfactorily the meaning of the term, and to analyze the 
nature of the manifold problems presented. 

The classification of the unemployed adopted by the Board of 
Trade does nothing to help us out of our difficulties ; indeed, it hardly 
pretends to do anything. The term unemployed is said to be used in 
" four distinct senses, though of course the classes of persons corre- 
sponding to each definition overlap to a greater or less extent." These 
classes are summarized as follows : 

1. "Those whose engagements being for short periods have ter- 
minated their last engagement on the conclusion of a job, and have 
not yet entered on another." 

2. "Those who belong to trades in which the volume of work 
fluctuates, and who, though they may obtain a full share during each 
year of the work afforded by their industry, are not at the given time 
able to get work at their trade." 

3. " Those members of various trades who are economically super- 
fluous," because there is not enough work to be done. 

4. "Those who cannot get work because they are below the 
standard of efficiency usual in their trades, or because their personal 
defects are such that no one will employ them." 



